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CHAPTER 58

An Act to amend
The Corporations Tax Act, 1972
Assented to December 8th, 1977

JIAJESTY, by and with the advice and consent of the
H ERLegislative
Assembly of the Province of Ontario, enacts as
follows:
1. Section 1 of The Corporations Tax Act, 1972, being chapter ~~~enacted
143, as amended by the Statutes of Ontario, 1973, chapter
157, section 1, 1974, chapter 75, section 1, 1975, chapter 17,
section 1 and 1976, chapter 32. section 1, is repealed and the

following su bsti tu ted therefor:
1. (1) In this Act and in the application of the provis ions~~~r~Xre
of the income Tax Act (Canada) that are by this Act madcR.s.c.1952.
118
applicable for the purposes of this Act,
c.

(a) each of the interpretations contained in Part XV II

of the income Tax Act (Canada) are, except as
hereinafter provided, applicable for the purposes of
this Act;
(b) the interpretations contained in the said Part
XVII of the expressions "farming", "foreign resource property", "l\Iinister", "paid-up capital",
"regulations", "taxable income" , "taxable income
earned in Canada" and "tax payable" do not apply
and in lieu thereof the following interpretations
arc applicable:

(i) "farming" includes tillage of the soil, live
stock raising or exhibiting, maintaining of
horses for racing, raising of poultry, fur
farming, dairy farming, fruit growing, and
the keeping of bees, but does not include an
office or employment under a person engaged
in the business of farming and, for the
purposes of subsection 2 of section 135 only,
does not include the maintaining of horses
for racing,
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(ii) " foreign resource property" has the meaning
given to that expression by section 15 of this
Act ,
(iii )

" ~linister" means, unless otherwise provided
in this Act , the :Vlinister of Hevenuc,

(iv) " paid-up capita l" has the meaning given
H,.; C
. 118

!~5~.

to that expression by paragraph c of subsection l of section 89 of the Income Tax
Act (Canada), but such meaning docs not
apply for the purposes of Part I I I of this
Act,
(v) "regulations" means regulations made under
this Act,
(vi) "tax payable" by a corporation under any
part of the Act means the tax payable by
the corporation as fixed by assessment or
reassessment subject to variation on objection
or appeal, if any, in accordance with sections
154 to 160b, as the case may be,
(vii) " taxable income" has the meaning given to
that expression by section 9 of this Act,
(viii) "taxable income earned in Canada" has the
meaning given to that expression by section
10 of this Act;

RS.C. 1970.
cc B-l. B-4

(c) "bank" means a bank to which the Bank A ct
(Canada) or the Quebec Savings Banks A ct (Canada)
applies;
(d) "family farm corporation" means a corporation
that is t hroughout the taxation year a corporation,
(i) every share of the capital stock of which
that confers on the holder thereof the right
to vote was owned by an individual ordinarily
resident in Canada or by any such individual
and a member or members of his family
ordinarily resident in Canada or by another
family farm corporation,
(ii) 95 per cent of the assets of which were farming assets, a nd
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(iii} which carried on the business of farming
in Ontario through the employment of a
shareholder or a member of his family
actually engaged in the operation of the
farm;
(e) "farming assets"

of a family farm corporation

means,
(i) cash, trade accounts receivable, supplies and
inventory of r.ommodities or things produced,
raised or grown through farming,
(ii) land, buildings, equipment, machinery, and
live stock that are used chiefly in the
operation of the farm by the corporation,
(iii) any right or licence granted or issued under
any Act of the Legislature that permits or
regulates the production or sale of any
commodity or thing produced, raised or
gro\•m through farming,
(iv) the building in which a shareholder or
member or members of his familv reside who
are engaged in the operation o( the farm if
that building is on land that is used or is
contiguous to land used by that shareholder
or member or members of his family in the
operation of the farm,
(v) shares in another family farm corporation;
(j) "jurisdiction" means a province or territory of
Canada or a state outside Canada having sovereign
power:

(g) "member of his family" means, with respect to an
individual referred to in clause d,
(i} his spouse,
(ii) his child,
(iii) his father, mother, brother or sister or any
lawful descendant of such brother or sister,
(iv} the brother or sister of his father or mother
or any lawful descendant of any such brother
or sister,
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(v) the father . mother or any brother or sister
of his spouse or any lawful descendant of
any such brother or sister,
(vi) his son-in-law or daughter-in-law,
II ,.; o
' 6·1

19~0.

(vii) a person adopted by him under The Child
W elfare A ct or the spouse or any lawful
d escendant of such person, or
(viii) his grandfather or grandmother;
(h) "permanent establishment" has the meaning given

to that expression by section 7;
(i) " timber royalty" includes any consideration for a
right under or pursuant to which a rlgh t to cut or
t ake timber from a timber limit in Canada is
obtained or derived, to the extent that such consideration Is dependent upon, and computed by
reference to, the amount of timber cut or taken.
Idem
R.S.C. !9fi2.

c. HS

(2) In the application of the sections of the Income Tax
A ct (Canada) that by this Act are made applicable for the
p urposes of this Act,
(a ) " capital cost" means the cost of property as deter-

mined for the purposes of this Act;
(b) " undepreciated capital cost" means the undepre-

ciated capital cost of depreciable property as determined for the purposes of this Act;
(c) the references therein to,

(i) returns required to be filed under section 150
of that Act shall be deemed to be references
to the returns required to be filed under
sec ti on 145 of this Act, and
(ii) assessments to be made under section 152
of that Act shall be deemed to be references
to assessments to be made under section 150
of this Act;
(d) where a section of that Act has been made applicable for the purposes of this Act, and reference is
made in that section to another provision (herein-
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after in this clause referred to as the "other provision") of that Act which,
(i) does not apply for the purposes of this Act,

(ii) does not apply for the purposes of this Act
because a provision of this Act is enacted
to apply in lieu thereof, or
(iii) in respect of which the application for the
purposes of this Act differs,
the following rules apply in the application of the
section for the purposes of this Act,
(iv) where subclause i applies, the section (except
sections 20, 56, 60, paragraph/ of subsection 1
of section 95 and section 138 of that Act)
shall be read as if the reference to the other
provision were deleted,
(v) where subclause ii applies, the reference to
the other provision shall be deemed to be a
reference to the provision of this Act that
applies in lieu thereof, and
(vi) where subclause iii applies, the reference to
the other provision shall be deemed to be a
reference to the other provision as it applies
for the purposes of this Act.
(3) Notwithstanding subsection 1, any regulation made ~tplication
pursuant
to any
provision of the. Income Tax Act (Canada) regulations
.
.
under
that 1s by this Act made applicable for the purposes of R.S.C.1952.
148
this Act shall apply with necessary modifications for the c.
purposes of this Act unless otherwise provided by this Act
or by the regulations.
(4) Any election or designation by a corporation which
has been properly made for the purpos:s of the Income Tax
Act (Canada), pursuant to any provis10n of that Act that
is by this Act made applicable for the purposes of this Act,
shall be deemed to have been properly made for the purposes
of this Act, provided that,
(a) where an amount elected would be different from

the amount determined in accordance with this Act,
the amount determined in accordance with this Act
shall apply; and

Elections

~-~,kl952.

J6.S
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(bl the provisions in that Act imposing penalties for
lGte fi l in~ of s11ch elections are not applicable for
thL• p11rpose~ of this Act.
Ht•..tl~t~rt.•d
pt"ll~l1... ~~

hant:;

c

I{,,.
19.'>~.
,. 1~8 ''rPll<'>
a~ nnwnd~d

Crom tlme
lo lillH'

S.

2 r2) ~

riP-enactrd

R.S C 1952

c. HB

\5) Any registered pension fund or plan that has been
acr<'ptC'd for regio;tration by t he :\finist er of National Revenue
for Canada shall be deemed to have been accepted for
registration by the J\linister of Revenue.
((i) The sect ions of the I ncome Tax A ct (Canada) by this
Act made applicable for t he purposes of this Act shall, unless
otherwise provided in this Act, be deemed to be applicable
as amended or re-enact ed from time t o time, and such amendments or re-enactments shall apply for the purposes of this
Act in the same manner as they apply for the purposes of
the Income Tax Act (Canada).

2. -(1) Clause c of subsect ion 2 of section 2 of the said Act,
as amended by the Statutes of Ontario, 1973, chapter 42,
section 1, is repealed and the following substituted
therefor:
(c) disposed of taxable Canadian property within the
meaning given to that expression by subsection 1
of section 248 of the Income Tax Act (Canada) if
the reference in that definition to section 2 of that
Act were a reference to this section; or
(d) carried on business in Ontario,

s. 2 13)( C),

re-enacted

(2) Clause c of subsection 3 of the said section 2, as amended
by the Stat ut es of Ontario, 1973, chapter 42, section 1,
is repealed and the following substituted therefor:
(c) disposed of taxable Canadian property within the

meaning given to that expression by subsection 1
of section 248 of the Income Tax Act (Canada)
if the reference in that definition to section 2 of
that Act were a reference to this section; or
(d) carried on business in Ontario,

s.~

repealed

3. Sections 4 and 5 of t h e said Act are repealed.

s. 6 <lJ,

4. Subsection 1 of section 6 of the said Act is amended by striking

4. 5.

amended

out "stock, mileage" in the third line and in the fifth line.
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5. Section 11 of the said Act is repealed.

repealed

6. Section 12 of the said Act is repealed and the following
stituted therefor:

sub-~~~~iiactcd

12 -(1) Except as hereinafter provided section 3 of theBasic
rules
Income Tax Act (Canada) is applicable for the purposes ofR.s.d.1952.
. Act ·m so f ar as t h e sa1c
·I section
· app 1cs
.
.
c.146.s.3.
t h 1s
1 to corporations. applicable
•

1

(2) In the application of the said section 3 for the purposeslnterpre. Act, t h e re ference m
. paragraph c t I1ereo f to " su b - tat1on
o f t lus
division e" shall be deemed to be a reference to Subdivision
D of Part 11 of this Act.

7. Section 13 of the said Act

IS

repealed and the following sn b-~~~~;,acted

stitu ted therefor:
Cncome or
provided, section 4 of the 1_0~gJ~g~or
Income Tax Act (Canada) is applicable for the purposes of from sources
.
. Act m
· so far as t lle sat'd sect10n
· app1tes
.
tnaplacc
t h Is
to corporations.
R.s.c. 1952.
13. Except as hereinafter

c. 146

8. Part II of the said Act, exclusive of sections 8 to 13a, asrs~·j\_49.
amended by the Statutes of Ontario, 1973, chapter 42, sections re-epactect1.
3 to 9, 1973, chapter 157, sections 2 to 11, 13 to 15 and 17 to~~sP~~i~~~·
31, 1974, chapter 75, sections 3 to 6 and 8, 1975, chapter 17,
sections 4 to 56 and 58 to 63, 1976, chapter 32, sections 2 to
16, 1976, chapter 63, section 1, 1976, chapter 80, section 1 and
1977, chapter 16, sections 1 and 2, is repealed and the following substituted therefor:
SUBDIVISION A-INCOME OR LOSS FROM A BUSINESS

OR PROPERTY

14.-(1) Except as hereinafter provided, the income or loss ~rplication
of a corporation for a taxation year from a business or R.f4 ~.1952.
property shall for the purposes of this Act be determined c
in accordance with subdivisions a and b of Division B of
Part C of the Income Tax Act (Canada) and the said subdivisions a and b arc applicable to this Act in so far as the
said subdivisions apply to corporations.
(2) In the application of section 10 of the Income Tax
Act (Canada) for the purposes of this Act the amount determined for the purposes of the Income Tax A ct (Canada) as
the value of property described in an inventory is applicable for the purposes of this Act, except that,

(a) where land is included in an inventory of a corporation and the corporation has, in calculating its
income for the taxation year or any previous taxation
year, deducted an amount referred to in clause c
of subsection 7 in respect of such land, the amount

f~~gntoryor
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so d eclucterl shall not be included in determining
the value of the inventory for the purposes of subsection I ; and
~linistcr may determine the value of the
property described in an inventory for the purposes
of assessment uncler this Act if he is of the opinion
that the values have been incorrectly determined
by the corporation.

(b) t he

Paymt"nt or

n•fund of ii
fr~ undt'l'
Oniario Be~f
Calf I ncome
$tab1lizatioci
Proi:mm to be
included in
Income

Disposition of
depreciable
property·

t:.ndepre-

c1a.ted

cap! ta! cost

Reductioo of
capital cost b y
amount of

R"Overn m ent
assi:stance

(3) In addition to any other amount required by virtue
of s ubsection 1 to be included in computing the income of a
corporation for a taxation year as income from a business
or property, there shall be included any amount received
by the corporation as a stabilization payment or refund
of a fee under the Ontario Beef Calf Income Stabilization
Program.

(4) In the application of section 13 of the Income Tax
A ct (Canada) for the purposes of this Act, the following
rules apply,
(a) subsections 7 .1 and 10 of the said section 13 and

subparagraph vi of paragraph f of subsection 21 of
the said section 13 arc not applicable in determining
the capital cost or the undepreciated capital cost of
depreciable property of a prescribed class for the
purposes of this Act and the regulations;

(b) where a corporation has received or is entitled to
receive a grant, subsidy, forgivable loan, investment
allowance or other assistance from a government,
municipality or other public authority in respect of
or for the acquisition of property, other than an
amount,

(i) authorized to be paid under an Appropriation
A ct (Canada) and on terms and conditions
approved by the Treasury Board of the
Government of Canada in respect of scientific
research expenditures incurred for the purpose
of advancing or sustaining the technological
capability of Canadian manufacturing or
other industry,
R.S.C. 1970.
c. 1-10

1965. c. 12
rcan.J

(ii) authorized to be paid under the Industrial
Research and Development Incentives A ct
(Canada) or the Area Development Incentives
Act (Canada) and approved by the Minister,
or
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(iii) deducted as an allowance under section 65
of the Income Tax Act (Canada) or section~·~f 1952.
19 of this Act,
the capital cost of the property to the corporation
shall be deemed to be the amount by which the
aggregate of,
(iv) the capital cost thereof to the corporation,
otherwise determined, and
(v) such part, if any, of the assistance as has
been repaid by the corporation pursuant to
an obligation to repay all or part of that
assistance,
exceeds,
(vi} the amount of assistance.
(5) In the application of section 17 of the Income Tax~g~~r~~ldent
Act (Canada) for the purposes of this Act, subsection 2 person
thereof does not apply in determining whether an amount
shall be included in the income of a corporation in accordance with subsection 1 thereof.
(6) Where an amount in respect of,

Management

fee, rent and

similar

(a) a management or administration fee or charge;
(b) a rent, royalty or a similar payment ; or

(c) a right in or to the use of motion picture film
or films or video tapes for use in connection with
television that have been or are to be used or
reproduced in Canada,
is paid or payable by a corporation to a non-resident person
with whom it was not dealing at arm's length, the corporation shall include S / 12ths of such amount in computing its income from a business or property for the taxation
year in which the amount was subjected to tax under
paragraph a, d or e of subsection 1 of section 212 of the
Income Tax Act (Canada) or subsection S of that section,
except that clause b docs not apply where the non-resident
person to whom the amount is paid or payable is a corporation
liable to the taxes imposed under this Act by virtue of
clause b of subsection 2 or clause b of subsection 3 of section 2.

payment

to nonresident to be
included in
income

Cha p 58
Dt..'duetton~

tt\lO'li\'Od

H ~ C J9!i:.!.

,. HS

C'tepital cost
of prOp•·1·ty
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17 1 Subsection 2 of section 18 of the Income Tax Act
(Cnnada) and paragraphs a and v. l of subsection 1 of section
20 of tha t Act are not applicable in computing the income
of a corporation for a taxation year from a business or
property for the purposes of this Act, and in lieu thereof
there may be d educted such of the following amounts as
are applicable :

(a ) such part of the capital cost to the corporation of

property, or such amount in respect of the capital
cost to the corporation of property, as is allowed
by regulation:
Fee under
Ontario Beef
Calflncome
Stabil1zation
Program

(b) an amount paid by the corporation in the taxation
year as a fee under the Ontario Beef Calf [ncome
Stabilization Program ;

Certain
Interest
and p roperty
taxes on land

(c) notwithstanding paragraph c of subsection 1 of
section 20 of the Income Tax A ct (Canada) as made
applicable to this Act but subject to subsection 3
of section 18 of the said Act, any amount paid or
payable by the corporation in the year and after
1971 as, on account or in lieu of payment of, or in
satisfaction of,

(i) interest on borrowed money used to acquire
land or on an amount payable by the corporation for land, or
(ii) property taxes, not including income or
profits taxes or taxes computed by reference
to the transfer of property, paid or payable
by the corporation in respect of land to a
province or a Canadian municipality.
if, having regard to all the circumstances, including
the cost to the corporation of the land in relation
to its gross revenue, if any, therefrom for that or
any previous year, the land can reasonably be considered to have been, in that year,
(iii) included in the inventory of a business carried on by the corporation,
(iv) otherwise used in, or held in the course of,
carrying on a business carried on by the
corporation, or
(v) held primarily for the purpose of gaining or
producing income of the corporation from
the land for that year,

1977

CORPORATIONS TAX (NO.

2)

373

Chap. 58

and if none of subclauses iii, iv and v is applicable,
then the deduction under this clause is permitted
only to the extent that the corporation's gross
revenue, if any, from the land for that year exceeds
the aggregate of all other amounts deducted in
computing its income from the land for that year;
(d) such amount as is allowed to the corporation by 'f.IY~~u;gge
regulation in respect of oil or gas resources in
Canada, as defined by regulation.
(8) In the application of paragraph n of subsection 1 of ~i~~f1~~~ct
>.ection 20 of the Income Tax Act (Canada) for the purpose>. of R.s.c. 1952.
ili~Act,

Bill

~odeduction
(a) notwithstanding subsection 8 of section 20 of the m
respect of
Income Tax A ct (Canada) the said paragraph n does prope.rty i n
'
.
.
.
certa1n
not apply to allow a deduct10n m computmg thecircum.
.
for a taxation
.
mcome
of a corporation
year from a stances
business in respect of a property sold in the course
of the business if the corporation at the end of the
taxation year or at any time in the immediately
following taxation year,

(i) was exempt from tax under any prov1s10n
of this Part, or
(ii) ceased to have a permanent establishment in
Canada; and
paragraph n does• not a1)p)v
to allow a m
Norespect
deduction
(b) the said
J
deduction in . computing the income . of a corporation of
sale
of ·r
property
1
for a tax a hon year from a busmess where the security
.
h
.
th
.
Id
I
d
d
disposed
of
corporat10n as, m
e taxat10n year so , p e ge ,
assigned or in any way disposed of any security
received by it a~ payment in whole or in part for the
sale of property in respect of which the corporation
has, in that or a previous taxation year, been
allowed a deduction under that paragraph for the
purposes of this Act.
(9) In the
section 20 of
of this Act,
deemed to be
for Canada.

application of paragraph s of SU bsection 1 of m r6grethe Income Tax A ct (Canada) for the purposes
the reference therein to "~Iinister" shall be
a reference to the Minister of National Revenue

(10) Section 27 of the Income Tax Act (Canada) is not corporat10ns
Crown .
applicable for the purposes of this Act and in lieu thereof
the following provisions shall apply :

Chap. 58

CORPORATIONS TAX (NO.

2)

1977

l'reocrlµLi"n

1. Where a corporation referred to in paragraph d of
subsection 1 of section 149 of the Income Tax Act
(Canada) is otherwise exempt under section 49 of this
Act and subsection I of section 135 of this Act, such
ex('rnptions do not apply if the corporation is prescribed hy regulation.

Tr,.. nsfrrs o!

2. Where land has been transferred to a corporation
prescribed in the regulations for the purpose of
disposition, the acquisition of the property by the
corporation and any disposition thereof shall be
deemed not to have been in the course of the business
carried on by the corporation.

hrnd for
dispo..;1tlon

Loss oo
disposition
of sh'lres
of.~

Venture

Investment
Corpomtlon
1977. c. 10

(11 ) Where in a taxation year a corporation has incurred
a loss, other than a capital loss, from the disposition of
property that is shares of the capital stock of a corporation
registered under The Venture Investment Corporations Registration Act. 1977, such loss shall not be allowed in computing the income or loss of the corporation from a business or
property for the taxation year.

SUBDIVISION B-TAXABLE CAPITAL GAINS AND
ALLOWABLE CAPITAL LOSSES
~fplicatior.

R.S C.1952.
c. H S

15.-( 1) Except as hereinafter provided, the taxable capital
gains and allowable capital losses of a corporation for a
taxation year from the disposition of any property shall
for the purposes of this Act be determined in accordance
with subdivision c of Division B of Part I of the Income
Tax Act (Canada) and the said subdivision c is applicable
to this Act in so far as the said subdivision applies to corporations.

Idem

(2) Paragraph c of subsection 1 of section 48 of the Income
Tax A ct (Canada} is not applicable for the purposes of this
Act.

Idem

(3) In the application of paragraph a of subsection 2 of
section 40 of the Income Ta:+ Act (Canada} for the purposes
of this Act, subparagraph i thereof shall be read as though
the words "was not resident" were deleted and the words
"ceased to have a permanent establishment" were inserted
in lieu thereof.

Adiustments
to cost ba se

(4) In computing the adjusted cost base to a corporation
of property in accordance with the provisions made applicable by subsection 1, the following rules apply for the purposes of this Act,
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(a) where the property is a foreign resource property,
there shall be added to the cost of the property
to the corporation that part of the foreign exploration and development expenses incurred by the
corporation after 1971 with respect to the property
that is not allowed as a deduction from income for
purposes of this Act;
(b) clause B of subparagraph ii of paragraph c of subsection 2 of section 53 of the Income Tax A rt R.s148c. 1952.

(Canada) shall apply as if the words "foreign ex- c.
ploration and development expenses" were deleted;

(c) subparagraph i of paragraph k of subsection 2 of
section 53 of the Income Tax A ct (Canada) shall
apply,

(i) as if the words "deduction from tax" were
deleted, and
(ii) as if the reference m clause B thereof to
section 65 were a reference to the said section
65 and to section l 9 of this Act;
(d) where the property is a foreign resource property,

there shall be deducted in respect of such property
any amount that has become receivable by the
corporation at a particular time in a taxation year
as the result of a transaction that occurred after
the 6th day of May, 1974, in which the consideration
given by the corporation for the amount was
property or services the original cost of which may
reasonably be regarded as having been foreign
exploration and development expenses.
loss
(5) Notwithstanding the rules contained in subscC'tion l of Capi.tal
on d1spos1t1on
section 40 of the Income Tax Act (Canada) as made appli- ofsharesofa
.
l f h.
.
. ,
.
venture
cable b y su b section o t JS sect10n, a corporat10n s capita1 Investment
·
.
·
f
h
.
h
.
h
Corpora ti on
1oss from t lie d 1spos1hon o property t at 1s s arcs m t e
·
capital stock of a corporation registered under The Venture 1977, c. IO
Investment Corporations Registration Act, 1977, is the amount
by which,

(a) the capital loss in respect of such disposition ,
otherwise determined,

exceeds,

J/(J
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(bl the amount in respect of such shares that was
deducted under section 31 minus the amount included in income under subsection 4 of section 16.
lntt~rpr~

tat

n

(0} In this Subdivision,
(a) " foreign exploration and development expenses"

incurred by a corporation means,
(i) any drilling or exploration expense, including
any general geological or geophysical expense,
incurred by it on or in respect of exploring or
drilling for petroleum or natural gas outside
Canada,
(ii) any prospecting, exploration or development
expense incurred by it in searching for
minerals outside Canada,
(iii) any annual payment made by the corporation
for the preservation of a foreign resource
property, and
(iv) its share of the foreign exploration and
development expenses incurred by any association, partnership or syndicate in a fiscal
period thereof, if at the end of that fiscal
period it was a member or partner thereof;

R.S.C. 1952.
c. 148

(b) "foreign resource property" of a corporation means
any property that would be a Canadian resource
property of the corporation within the meaning
of paragraph c of subsection 15 of section 66 of the
Income Tax A ct (Canada) if that paragraph were
read as if the references therein to "in Canada"
were references to "outside Canada" and were read
without reference to the words "after 1971 ".

SUBDIVfSION (-OTHER SOURCES OF INCOME
R.S.C. 1952,
c. 148

Part I <Bl ldJ
applicable

16.-(1) Except as hereinafter provided, subdivision d of
Division B of Part I of the Income Tax Act (Canada) is
applicable for the purposes of this Act in so far as the said
subdivision applies to corporations.
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(2) In the application of subsection 1 of section 56 of the rnt~rpre
.
tau on
Income Tax Act (Canada) for the purposes of this 1\ct, the RSC 1952.
reference in subparagraph i of paragraph l thereof to "this c. Hs
Act" shall be deemed to be a reference to both the Income
Tax Act (Canada) and this Act.
(3) Section 59 of the Income Tax Act (Canada) is not Disposition
.
.
of resource
applicable for the purposes of this Act, and in lieu thereof property
the following provisions apply,
(a) where a corporation disposes of,

(i) a Canadian resource property, or

Amount
receivable as
consideration
for disposition
of resoutce
property

(ii) any right, licence or privilege described in
subsection 12 of section 58 of The Corporations
Tax Act, as it read in its application to
taxation years prior to 1972, that \\'as acquired
by the corporation,

(Al before 1972 in the case of,
1. a corporation that is a principalbusiness corporation within the
meaning given to that expression bv subsection 14 of section
20 or that was, at the time it
acquired the property, such a
principal-business corporation,
or
2. an association, partnership or
syndicate described in subsection 4 of section 83A of the
Income Tax Act (Canada) a~ it
read in it~ application to the
197t taxation year, and
(B) after .-'\pril 10, 1962 and before 1972,
in any other case,
under an agreement or other contract or
arrangement described therein,
the corporation's proceeds of disposition therefrom
shall be included in computing the corporation's
income for the taxation year, to the extent that
the proceeds become receivable in that year;
\b) ~here shall be included in computing a corporation's ~ectg~~.~

mcome for a taxation year any amount m re'-pect
0

f,

under' 18

rn preceding
yrnr
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(i) a Canadian resource property, or

(ii) any property referred to in subclause
clause a or in clause c,

11

of

that has been deducted under section 18 in computing t hc corpora tion's income for the immediately
preceding t axation year;
Dlspos! t!on of
rtl~ource

propo:>rty

~~~~~:1g72
1

R.SC. 1952.
c. HB

(c) whNe a corporation has made a disposition of
property owned, or deemed to have been owned,
by it on the 31st day of December, 1971 and thereafter without interruption until the date of disposition th at is property described in any of subparagraphs i to vi of paragraph c of subsection 15 of
section 66 of the Income Tax A ct (Canada) and is
not property described in subclause ii of clause a,
the following rules apply,

(i) the relevant percentage of the corporation's
proceeds of disposition therefrom shall be
included in computing the corporation's income for the taxation year to the extent that
the proceeds become receivable, and
(ii) where the corporation and the person who
acquired the property were not dealing with
each other at arm's length, for the purposes
of this subsection and section 20,
(A) the cost to that person of the property
shall be deemed to be the amount
included in the corporation's income by
virtue of su bclause i in respect of the
disposition by the corporation of the
property, and
(B ) when that person subsequently disposes
of the property or any right or interest
therein, that person shall be deemed to
have owned the property on the 31st
day of December, 1971 and thereafter
without interruption until the disposition thereof;
Interpretation

(d) in this subsection,

(i) "relevant percentage" has the meaning given
to that expression by subsection 4 of section
59 of the Income Tax Act (Canada),
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(ii) "disposition" and "proceeds of disposition"
have the meaning given to those expressions
by section 54 of the Income Tax A ct (Canada). ~f4f 1 ~02 ·
(4) In addition to any other amount that is required to ~/;~~~;~,:on
be included in computing the income of a corporation for a of" Ve1'ture
.
.
. .
f
bd . . .
d Corporation
Investment
taxation
year b y virtue
o f t h c prov1s1ons
o su 1v1s1on
of Division I3 of Part I of the Income Tax Act (Canada)
that are made applicable by subsection 1 of this section,
there shall be included the following amounts:
(a) where, in a taxation year, shares of the capital

stock of a corporation that is registered under The
Venture Investment Corporations Registration A ct,
1977 have been disposed of by the corporation, an
amount equal to the aggregate of,
(i) 250 per cent of the lesser of.
(A) the cost to the corporation of the said

shares disposed of. and
(B) the proceeds of disposition of such

shares, and
(ii) that proportion of the amount determined
under subclause i that,
(A) the taxable income of the corporation

for the year, determined without reference to this section, that would be
deemed to have been earned in all
jurisdictions other than Ontario for
the purposes of section 34.
is of,
(B) the amount by which the taxable income of the corporation for th(• year,
determined without reference to this
section, exceeds the amount determined
under sub-subclause A; and
(b) where at a particular time in the taxation year
the registration of a corporation that is regist(·n·d
under The Venture lnve~·tment Corporations Registration A ct, 1977 (hereinafter in this subsection referred
to as the V.l.C.) has been revoked pursuant to
section 6 of that Act and at the particular time

I977 . e. 10
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the corporation owned shares of the capital stock
of the V. I C., an amount .equal to the aggregate of,
(i) 250 per ccn t of t he cost to the corporation
of the said shares, and
(ii) that proportion of the amount determined
under subclause i t hat,
(A) the t axable income of the corporation
for the year, d etermined without reference to this section, that would be
deemed to have been earned in all
jurisdictions other than Ontario for the
purposes of section 34,

is of,
(B) the amount by which the taxable
income of the corporation for the year,
determined without reference to this
section, exceeds the amount determined under sub-subclause A.
Idem
1977. c. 10

Idem

(5) Where in a taxa tion year a corporation that owns
shares in the capital stock of a corporation that is registered
under The Venture Investment Corporations Registration Act,
1977 has ceased to have a permanent establishment in Ontario
within the meaning of section 7, the corporation shall for
the purposes of subsections 4 and 6 of this section be deemed
to have disposed of t he shares in that year for proceeds
equal to the cost to the corporation of the shares.
(6) Where in a taxat ion year a corporation that owns
shares of the capital stock of a corporation that is registered
under The Venture I nvestment Corporations Registration A ct,
1977 has disposed of or is deemed to have disposed of any
of those shares, or the registration of the corporation that
is registered under The Venture Investment Corporations Registration A ct, 1977 has been revoked pursuant to section 6 of
that Act, and all of the t a xable income of the corporation
for the year, determined without reference to this subsection,
is deemed for the purposes of section 34 to have been earned
in jurisdictions ot her than Ontario, the following rules
apply,
(a) the amount of the corporation 's taxable income for
the year shall be determined as if it has no income
other than the amount determined under clause
a orb of subsection 4, as the case may be ;
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(b) the only amounts deductible under this Act by the
corporation in determining its taxable income for the
year shall be its undeducted eligible expenditures,
within the meaning of section 31, as at the end of
the immediately preceding taxation year; and
(c) for the purposes of section 34, no portion of the
corporation's taxable income as determined under
clauses a and b shall be deemed to have been earned
in jurisdictions other than Ontario.
SUBDIVISION D-DEDUCTJONS IN
COMPUTING INCOME

17.--(1) Except as hereinafter provided, section 60 of the ~tplication
Income
Tax
Act (Canada), . is applicable
for
the purposes
of c.
R.S.C.1952.
.
.
.
.
.
148. s. 60
this Act m so far as the said sect10n applies to corporat10ns.
(2) In the application of subparagraph i of paragraph o
of the said section 60 for the purposes of this Act, the
reference therein to "this Act" shall be deemed to be a
reference to both the Income Tax Act (Canada) and this
Act.

~~~f~~re

~-~4f l952,

(3} In addition to the deductions permitted by virtue o f fa°:~s°ration
subsection 1, there may be deducted in computing the income deductible
of a corporation for a taxation year all corporation taxes
payable in the taxation year by the corporation.
(4) In this section,

Interpretation

(a) "corporation income tax" means a tax imposed by
the Parliament of Canada or by the Legislature of
a province or by a municipality in the province
that is declared by the regulations to be a tax of
general application on the profits of corporations;
(b) "corporation tax" means a t ax im posed by the
Legislature of a province or by a municipality in the
province that is declared by the regulations t o be a
tax on corporations, but does not include,
(i) a corporation income tax, or
(ii) any other tax declared by the regulations not
to be a corporation tax.
Reserve in

18.- (1) In computing a corporation 's income for a taxation year, in this subsection referred to as the "current year" ,
where,

respect of
consideration
for dlspoBttion
of resource
property not
due until
subsequent
year

Chap. SS
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(a) by virtue of clause a or c of subsection 3 of section
I(>, :-;ub:wction 11 of section 20, or clause a of sub-

section 12 of section 20, an amount has been included
in computing the corporation's income for the current
year or a previous taxation year; or
(b) an amount referred to in paragraph b of subsection 1
of section 64 of the Income Tax Act (Canada) has

been includ ed in computing, for the purposes of this
Act, the corporation's income for that previous taxation year,
in respect of the disposition of any property and that amount
or a part thereof is not due until a day that is after the end
of the current year, there may be deducted as a reserve in

R.S.C. 1952.

c. HB

Application of
'1UbS. l

respect of that amount the part thereof that is not due until
a day that is after the end of the current year, not exceeding,
where the property was disposed of in a taxation year preceding the current year, any amount deducted under this subsection in respect of the disposition of the property in
computing the corporation's income for the taxation year
immediately preceding the current year, and for greater
certainty, no deduction may be made in respect of that
amount under paragraph n of subsection l of section 20 of
the Income Tax Act (Canada) as that paragraph applies l.Jy
virtue of section 14 of this Act.
(2) Subsection 1 docs not apply to allow a deduction in
computing the income of a corporation for a taxation year
if the corporation, at any time in the taxation year or in the
immediately following taxation year,
(a) ceases to be a resident of Canada;

(b) becomes exempt from tax under any provision of
this Part; or
(c) if a non-resident, ceases to have a permanent estab-

lishment in Canada.
(3) For the purpose of clause d of subsection 2 of section 1,
this section applies in lieu of section 64 of the Income Tax
Act (Canada).
Allowance for
oil or i;ras well.
mine or
timber limit

19.- ( l ) There may be deducted in computing a corporation's income for a taxation year such amount as an allowance,
if any, in respect of,
(a ) an oil or gas well, mineral resource or timber limit;

or
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(b) the processing, to the prime metal stage or its
equivalent, of ore from a mineral resource,

as is allowed by regulation.
(2) For greater certainty it is hereby declared that , in the
case of a regulation made under subsection 1,

Regulations

(a ) there may be prescribed by such regulation an

amount in respect of any or all ,
(i) oil or gas wells or mineral resources in which
the corporation has an interest , or
(ii) processing operations described in clause b
of subsection 1 that arc carried on b\' the
corporati on; and
(b) notwithstanding any other prov1s1on contained in
this ..\ct, the Lieutenant GoYernor in Council mav
prescribe the formula by which the amount that
may be allowed to the corporation by such regulation shall be determined.
(3 ) \\'here a deduction is allowed under subsection 1 in ~~:;~~[
respect of a coal mine operated by a lessee, the lessor and allowance
lessee may agree as to what portion of the allowance each
may deduct and, in the event that they cannot agree, the
~linister may fix the portions.

(4) For the purpose of clause d of subsection 2 of section 1,
this section applies in lieu of section 65 of the Income Tax
Act (Canada).

20.-(1) A principal-business corporation may deduct. in
computing its income for a taxation year, the lesser of,
.

Canad.1an exploration
.
and development expenses as were incurred by it
before the end of the taxation year, to the extent
that they were not deductible in computing income
for a previous taxation year: and

(a) t h e aggregate o f sue h o f Its

(b) of that aggregate , an amount equal to its income

for the taxation year if no deduction were allowed
under this section or section 19, minus the deductions allowed for the taxation vear bv subsection 5
and by sections 112 and 113 of the I;icome Tax Act
(Canada) as made applicable by section 29 of this
..\ct.

Application

RS

c. 1952.

c.14 8

Exploration
and development expenses
of principalbusiness
corporations

J8-t
Ex,•ense8' of
Oth<.'I'

corporn.tion.:o;
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(2) A corporation other than a prin cipal-business corporation may deduct, in computing its income for a taxation
yC'ar, the lcssC'r of,

(a) the aggregate of such of its Canadian exploration

and development expenses as were incurred by it
before the end of the taxation year to the extent
they were not deductible in computing its income
for a previous taxation year ; and
(b) of that aggregate, th e a mount, if any, by which

the greater of,
(i) such amount as the corporation may claim,
not exceeding 20 per cent of the aggregate
determined under clause a, and
(ii) the aggregate of,
(A) such part of its income for the taxation
year as may reasonably be regarded as
attributable to the production of petroleum or natural gas from wells in
Canada or to the production of minerals
from mines in Canada,
. (B ) its income for the taxation year from
royalties in respect of an oil or gas
well in Canada or a mine in Canada,
and

(C) the aggregate of amounts each of which
is an amount, in respect of a Canadian
resource property or a property referred
to in subclause ii of clause a of subsection 3 of section 16 or clause c of
subsection 3 of section 16 that has been
d isposed of by it, equal to the amount,
if any, by which,
1. t he amount included in computing its income for the taxation year by virtue of subsection
3 of section 16 in respect of the
disposition of the property,
exceeds,
2. the amount deducted under section 18 in respect of the property
in computing its income for the
t axation year ,
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if no deductions were allowed under
section 19,
exceeds,
(iii) the amount of any deduction allowed by the
Corporations Tax Application Rules, 1972 in
respect of this subclause in computing its
income for the taxation year.
(3) A corporation other than a principal-business corpora- ~i1J1~~i~tion
tion mav
deduct, in computing its income for a taxation adnd
J
eve1opment
year, the lesser of,
expenses:
corporation
other than

a principal-

(a) the aggregate of such of its Ontario exploration and ~~:~~~~~ion

development expenses as were incurred by it before
the end of the taxation year to the extent that
they were not deducted in computing its income for
a previous year, minus that portion of the deduction
allowed, if any, in computing its income for the
taxation year under subsection 2 which is n~asonably attributable to Ontario exploration and development expenses; and
(b) that portion of the amount determined under clause a
equal to the amount of its income for the taxation
year if no deductions were allowed under this section ,
mm us,

(i) that portion of the deduction allowed for the
taxation year under subsection 2 which is
reasonably attributable to Ontario exploration and development expenses, and

{ii) the deduction allowed for the taxation year
under sections 112 and 113 of the Income Tax
A ct (Canada) as made applicable by section 29
of this Act.
(4) Subsection 3 of section 16, section 18 and subsection,,
2 and 3 do not apply in computing th(~ income for a taxation
year under this Part of a corporation, other than a principalbusiness corporation, whose business includes trading or dealing in rights, licences or privileges to explore for, drill for or
take minerals, petroleum, natural gas or other related
hydrocarbons.

~-~4f 195 2.
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(Sl Ther<' may be deducted in computing the income for a
tn:-;atio11 year of a corporation that is a successor corporation
or a "econd successor corporation, as the case may be, within
tlH' me;ining of subsection 6 or 7 of sect ion 66 of the Income
Tax A ct (Canada) , the amount, if any, tha t would be deductibl(' b\' it under either of those subsections on the basis that
tht' reference in paragraph b of each of the said subsections,
(a)

to "thi,-, section" is deemed t o be a reference to this
section of this Act;

(b) to section 65 is deemed to be a reference to section 19

of this Act;
(c) to subsection 2 of section 66.1 does not apply; and
(d) to the 1ncome Tax A pphcation Rules , 1971, is
deemed to be a reference t o the Corporations Tax
Application R ules, 1972 .
Joint
exploration
corporation_
renunciation
of !ts
exploration
aad develop-

ment expenses

in favour

of shareholder
corporation

(6) The portion, if any, of its Canadian exploration and
development expenses t h at a joint exploration corporation
may renounce in favour of a shareholder corporation shall
be determined in accordance with the rules provided in subsection 10 of section 66 of the Income Tax Act (Canada)
and paragraphs a and b of the said subsection are applicable ,
except that for the purposes of this subsection,
(a) the references in the said subsection to subsections

I and 3 of that section shall be deemed to be
references t o subsections 1 and 2 of this section; and
(b) the references in paragraph b of the said subsection

to paragraph a of subsection 1 of that section shall
be deemed to be a reference to clause a of subsection 1 of this section.
Control
change

(7) Subsection 11 of section 66 of the Income Tax Act
(Canada) is applicable for the purposes of this section, except
that, in its application for the purposes of this section , the
said subsection shall be read without the reference therein
to "cumulative Canadian exploration expense, cumulative
Canadian development expense and foreign exploration and
development expenses".

Computation

(8) In computing the Canadian exploration and development expenses and Ontario exploration and development
expenses of a corporation,

of exploration and

development
expenses

(a) there shall be deducted t he aggregate of all amounts

paid to it after 1971 and before t he 25th day of :\lay,
1976,
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(i) under the Northern Mineral Exploration Assistance Regulations (Canada) made under an
Appyopriation Act (Canada) that provides for
payments in respect of the Northern :Mineral
Grants Program,
(ii) pursuant to any agreement entered into between the corporation and Her :\fajesty in
right of Canada under the Northern :VIineral
Grants Program or the Development Program
of the Department of Indian Affairs and
Northern Development. or
(iii) under the Mineral Exploration A5sistance Program (Ontario),
to the extent that the amounts have been expended
by the corporation as or on account of Canadian
exploration and development expenses or Ontario
exploration and development expenses, as the case
may be; and
(b) there shall be included any amount, except an

amount in respect of interest, paid by the corporation, after 1971 in respect of amounts paid to it
before the 25th day of May, 1976, under the Regulations referred to in subclause i of clause a to Her
:\Iajesty in right of Canada and under the i'vf ineral
Exploration Assistance Program (Ontario) to Her
:\Iajesty in right of Ontario.
(9) Except as otherwise provided in this section, where a
corporation has incurred an outlay or expense in respect of
which a deduction from income is authorized under more
than one provision of this section, the corporation is not
entitled to make the deduction under more than one provision but is entitled to select the provision under which to
make the deduction.

J,imitation8

(10) :\otwithstanding subsection <J, a corporation that is
entitled to a deduction under both subsections 2 and 3 may,
in addition to the deduction under subsection 2, deduct
such additional amount as it may claim in respect of Ontario
exploration and development expenses under subsection 3.

Idem

(11) Except as expressly otherwise provided in this Act,
where, as a result of a transaction occurring after the 6th
.
day of l\'lay, 1974, an amount has become receivable by a
corporation at a particular time in a taxation year and the
consideration given by the corporation therefor was property
(other than a property referred to in subsection 3 of section

:;tg11~~~{~'its
exploration

and develop-

ment expenses
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16 or a share or interest therein or a right thereto) or
s••n ·Kcs, the original cost of which to the corporation may
reasonably be regarded as having been primarily Canadian
exploration and development expenses of the corporation
or would have been so regarded if they have been incurred
by the corporation after 1971, there shall be included in its
income for that taxation year the amount that became receivabk by it at that time.
(12) Where, pursuant to an agreement between a corporat ion and another person to unitize an oil or gas field in
Canada, an amount has become receivable by the corporation at a particular time after the 6th day of May, 1974
from that other person in respect of Canadian exploration
and development expenses incurred by the corporation, or
expenses that would have been Canadian exploration and
development expenses if they had been incurred by it after
1971 , in respect of that field or any part thereof, the following
rules apply,
(a) there shall, at that time, be included in computing
the corporation 's income for the taxation year the
amount that became receivable by it; and
(b) there shall, at that time, be included by the other

person, where that person is a corporation, in its
drilling or exploration expense the amount that
became payable by that person.
Amount
deemed
deductible
under this
Subdivision

( 13) For the purposes of section 12, any amount deductihle
under the Corporations Tax Application Rules, 1972 in respect
of this subsection shall be deemed to be deductible under
this Subdivision.

Interpretation
R.S.C. 1952.

( 14) In this section and in the provisions of the Income
Tax A ct (Canada) made applicable for the purposes of this
section ,

c. 148

(a ) " agreed portion" has the meaning given to that
expression by paragraph a of subsection 15 of section

66 of the Income Tax Act (Canada);
(b) " Canadian exploration and development expenses"

incurred hy a corporation means,
(i) any drilling or exploration expense, including
any general geological or geophysical expense,
incurred by the corporation after 1971 on or
in respect of exploring or drilling for petroleum or natural gas in Canada,
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(ii) any prospecting, exploration or development
expense incurred by it after 1971 in searching
for minerals in Canada,

(iii) notwithstanding paragraph m of subsection 1
of section 18 of the Income Tax Act (Canada),
as that section applies to this Act hy virtue
of section 14 of this Act, the cost to the
corporation of a Canadian resource property,
but for greater certainty not including any
payment made to any of the persons referred
to in any of the subparagraphs i to iii of the
said paragraph m for the preservation of a
person's rights in respect of a Canadian
resource property or a property that would
have been a Can.adian resource property if it
had been acquired by the corporation after
1971, and not including a payment to which
the said paragraph m applied by virtue of
subparagraph v thereof,
(iv) the corporation's share of any of the expenses
referred to in subclauses i, ii and iii incurred
after 1971 by any association, partnership or
syndicate in a fiscal period thereof, if at the
encl of that fiscal period the corporation was
a member or partner thereof. and
(v) any expenses referred to in subclauses 1, 11
and iii incurred after 1971 pursuant to an

agreement with another corporation under
which the corporation incurred the expense
solely in consideration for shares of the capital
stock of the other corporation issued to it by
the other corporation or any interest in such
shares or right thereto,
hut for greater certainty, docs not include,
(vi) any consideration given hy the corporation

for any share or any interest therein or right
thereto, except as provided hy suhclause v,
or
(vii) any expense described in subclausc v incurred
by another person to the ext1::nt that the
expense was, by virtue of subclause v, a
Canadian exploration and clevclopmcn t
expense of that other person,

~f4~· 1952•
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l>u t no amount of assistance or benefit that a corporation has received or is entitled to receive after
the 25th clay of }lay, 1976 from a government,
munir ipality or other public authority in respect of
or rd at rd to its Canadian exploration and development expenses , whether as a grant, subsidy, forgiva ble loan , d eduction from royalty or tax, investment
allowance or any other form of assistance or benefit,
sha ll reduce the amount of any of the expenses
d escribed in any of subclauses i to v;
(c) "drilling or exploration expense" incurred on or in

R s.C. IS52.

c ;.13

respect of exploring or drilling for petroleum or
natural gas has the meaning given to that expression
by pa ragraph d of subsection 15 of section 66 of
the Incom e Tax Act (Canada);
(d) " join t exploration corporation" has the meaning

given to that expression by paragraph g of subsection 15 of section 66 of the Income Tax Act
(Canada);
(e) " Ontario exploration and development expenses
incurred by a corporation means any expenses that
would be Canadian exploration and development
expenses incurred by the corporation if clause b o[
this subsection were read as if the references therein
t o,
(i) " in Canada" were references to "in Ontario",
(ii) ''after 1971" were references to "after the
9th day of April, 1974", and
(iii) "Canadian" were references to "Ontario";
(/) " Ontario resource property" of a corporation means
any property that would be a Canadian resource
p roperty of the corporation within the meaning of
paragraph c of subsection 15 of section 66 of the
Income Tax Act (Canada) if that paragraph were
read as if the references therein to,
(i) " in Canada" were references to "in Ontario",
and
(ii) "after 1971" were references to "after the
9th day of April, 1974";
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(g) "principal-business corporation" has the meaning

given to that expression by paragraph h of subsection 15 of section 66 of the 1 ncome Tax A ct ~·f-if 1952.
(Canada);
(h) "shareholder corporation" of a joint exploration corporation has the meaning given to that expression
by paragraph i of subsection 15 of section 66 of the
Income Tax A ct (Canada), except that subparagraph
ii thereof shall, in its application for the purposes
of this section, be read without the reference therein
to "a Canadian exploration expense or a Canadian
development expense".
(15) For the purposes of clause d of subsection 2 of section Application
1, this section applies in lieu of sections 66, 66.1 and 66.2 of
the Income Tax Act (Canada).
21. Section 66.3 of the Income Tax Art (Canada) is appli- ~~:;3~5
cable for the purposes of this Act m so far as that section 1nventory
applies to corporations.

SUBDIVISION E-RULES RELATDlG TO COMPUTATrON
OF INCOME

22.-(1) The rules provided in subdivision f of Division B~·~4f-1952.
of Part I of the Income Tax Act (Canada), relating to the Part.I\Bl\f),
.
.
. so f ar as t ]1e sa1.d ru les app l y applicable
computation
o f mcome
are, m
to corporations, applicable in computing income for the
purposes of this Act.
(2) In computing income, no deduction shall be made in ~~~i~~~on
respect of an outlay or expense in respect of which any re expenses
amount is otherwise deductible under this Act, except to the
extent thac the outlay or expense was reasonable in the
circumstances.

23.-(1) Section 245 of the Income Tax Act (Canada) is Artificial
·
·
transact10ns
. bl ·
appI1ca e m computing mcome for the purposes of this Act,
except that,
(a) paragraph b of subsection 2 thereof is not applicable:
and
(b) the reference therein to Part I of that Act shall be
deemed to be reference to Part 11 of this Act.

(hap. 58
l>L\'lLh•nJ
~nr1pptn.:
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(2) In computing the income of a corporation for a taxation
year there shall be included an amount that is included in
computing the income of the corporation under Part XVI of
the Income Tax Act (Canada) pursuant to section 247 of that

Act .
SUBDIVISION F- · AMOUNTS NOT JNCLUDED
IN COMPUTING INC0:0.1E

.-\ n vunts oot
Lnciud~d ln
Lnc-ome

ft dr:>ral

..:-r.1.nts
1965. c 12
1(\\n
f{ " ( '

19i0.
CL'. l 10. H-.1
1900·71 ·72.
c 5o Can.

other
amou n ts

24. There shall not be included m computing the income
of a corporation for a taxation year,
(a) an amount paid to a corporation on account of a

grant under the Area Development Incentives A ct
(Canada), the Industrial Research and Development
Incentives Act (Canada), the Regional Development
incentives Act (Canada), or the Employment Support
Act (Canada); and
(b) an amount determined in accordance with the rules
provided in paragraphs b, c, l and m of subsection 1

of section 81 of the income Tax Act (Canada).

SUBDIVISION G-----COHPOHATIONS RESIDENT IN CANADA
AND THEIR SHAREHOJ.DERS
R.S.C 1952.

c. HS.

Part I ( Bl lh1.
applicable

Amalgamations

~onsideration

for resource
property
disposition

25.- -(1) Except as hereinafter provided, the rules provided
in subdivision h of Division B of Part I of the Income Tax
A ct (Canada) are applicable for the purposes of this Act.
(2) In lieu of the rule provided in paragraph p of subsection 2 of section 87 of the Income Tax Act (Canada) with
respect to amalgamations, the following rule is applicable for
the purposes of this Act:
For the purpose of computing a deduction from the
income of the nevi corporation for a taxation year
under section 18, any amount that has been included
in computing the income of a predecessor corporation for its last taxation year or a previous taxation
year by virtue of clause a or c of subsection 3 of
section 16, or subsection 11 or 12 of section 20, or
by virtue of subsection 15 or 16 of section 58 of
The Corporations Tax Act as it read in its application
to the taxation years prior to 1972, shall be deemed
to have been included in computing the income of
the new corporation for a previous taxation year by
virtue thereof.
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(3) Paragraph z of subsection 2 of the said section 87 is
not applicable for the purposes of this Act.
(4) Paragraph c.2 of subsection 1 of section 88 of the
Income Tax Act (Canada) shall, in its application for the
. to
. A ct, b e read wit
. h out re f erence t h erem
purposes o f t h 1s
paragraph z of subsection 2 of section 87 of the said Act,
and as though the reference therein to paragraph p of the
said subsection 2 were a reference to subsection 2 of this
section.

~·f.jf 1952.
s. 87 (2J (z).

not applicable

~f.jf 1952.
s.88~1)(e.2).
apphcable

(5) For the purposes of subsection 4 of section 16 and r,rt8~ferof
section 31, where a corporation (hereinafter in this section shareHon
referred to as the "vendor") has transferred shares of the ~~~~fg~
capital stock of a corporation registered under The Venture ~~-7~'.i~.d{~g-up
Investment Corporations Re[!,istration Act, 1977 to another
corporation (hereinafter in this section referred to as the
"purchaser") pursuant to an amalgamation within the meaning of section 87 of the Income Tax A ct (Canada) or the
winding-up of a Canadian corporation within the meaning of
section 88 of that Act, or the vendor and the purchaser have
jointly elected under section 85 of that Act in respect of
those shares, the following rules apply,
(a) the vendor shall be deemed to have disposed of the
shares for proceeds of disposition equal to the cost
to it of the shares; and
(b) the purchaser shall be deemed to have acquired the
shares at a cost equal to the amount determined
under clause a.
(6) In the application of the said subdivision h for the ~~i~~J'£~·
purposes of this Act, the references in section 84.2, paragraphs be ~li~ister
.
l o f section
.
.
National
g and k o f su b section
Revenue
89 an d su b section
3 o f of
section 89 of the Income Tax A ct (Canada), to "Minister"
shall be deemed to be references to the .:\Iinister of National
Revenue for Canada.
SUBDIVISION H-SHAREHOLDERS OF CORPORATIONS
NOT RESllJENT IN CANADA

26.-(1) The provisions of subdivision i of Division B of ~·f4f 1952·
Part I of the Income Tax A ct (Canada) are applicable in apphcabk
Part_ I CB H i l,
computing the income of a corporation for a taxation year
for the purposes of this Act.

(2) In the application of the said subdivision i for the Jdem
purposes of this Act, the references therein to "~linister"
shall be deemed to be references to the ~Iinister of National
Revenue for Canada.
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PAHT!\ERSHrPS AND THErn MEMBERS

27 (1) Except as hereinafter provided, the rules provided
in subdivision j of Division B of Part I of the Income Tax
Ad (Canada) with respect to partnerships and their members,
ar<' appl!rable for the purposes of this Act in so far as the
said rules apply to corporations.
(2) Subsection 1.6 of section 96 of the Income Tax A ct
(Canada) is not applicable for the purposes of this Act.

:>.!embers of
partnerships

d"'emed to

hav('
permanent
!'stabl!shment
in Ontario

(3) Where any activity in Ontario of a partnership in a
taxation year is such that, if it were a corporation, it would
be subject to subsection 2 or 3 of section 2, as the case may
be, each corporation that is deemed to be a member of the
partnership shall be deemed to be subject to subsection 2
or 3 of section 2, as the case may be, for that taxation year.

SuRDJVISION j -

BEKEFICJARJES OF TRVSTS

R.S.C. 19.52.
c. 148.
Part 1 (Bl (k).
applicable

28.- (1) In determining for the purposes of this Act the
income of a corporation that is a beneficiary of a trust,
subdivision k of Division B of Part I of the Income Tax A ct
(Canada) is applicable in so far as the said subdivision applies
to corporations that are beneficiaries of trusts, and any amount
included in or deducted from the income of a corporation
for a taxation year by virtue of that subdivision shall be
included or deducted, as the case may be, in computing its
income for the taxation year for the purposes of this Act.

Idem

(2) In the application of the said subdivision for the purposes of this Act,
(a) clause d of subsection

2 of section 1 of this Act does

not apply; and
(b} the references therein to "::\'linister" shall be deemed
to be references to the Minister of ::-.Jational Revenue
for Canada.

DrvrSJOK
RS.C.1952.
C. 148.

Part I ICJ,
applicable

C-COMPVTATION OF TAXABLE INCOME

29.--(1) Except as hereinafter in this Division provided,
in computing the taxable income of a corporation for a
taxation year, Division C of Part J of the Income Tax Act
{Canada) is applicable for the purposes of this Act in so far
as the said Division applies to deductions permitted to
corporations.
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(2) In the application of paragraphs a, b and b.1 of sub- ~;~NJ:'~~nof
section 1 of section 110 of the Income Tax Act (Canada) for R.S.C.1952.
the purposes of this Act, the reference therein to "receipts" ~: m'ro
shall be deemed to mean receipts or photostatic reproductions
thereof.
(3) For the purposes of this Act, "registered amateur
athletic association" and "registered charity" mean respectively an amateur athletic association or a charity that,
unless otherwise designated by the Minister, has been registered by the Minister of National Revenue for Canada pursuant to su bscction 8 of section 110 of the Income Tax A ct
(Canada) and, unless otherwise designated by the Minister,
whose registration has not been revoked.

mr~·gre

(4) In the application, for the purposes of this Act, of ~g~f(c~tionof
subsection 3 of section 111 of the Income Tax Act (Canada), R.~4f 1952.
paragraph a thereof shall be read as if subparagraph ii thereof ~:m·(3)
were deleted.
30.--(1) In computing a corporation's taxable income for ~~~~.~\~~tion•
a taxation year, there may be deducted the aggregate of
amounts (the aggregate of which amounts is hereafter in this
subsection referred to as "the amount contributed") that
arc contributions for the purposes of The Election Finances 1975. c.12
Reform A ct, 1975 and that are contributed in the taxation
year, and in any previous taxation year ending after the
12th day of February, 1975 to the extent that such contributions have not already been deducted, by the corporation to
registered candidates at an election of a member or members
to serve in the Assembly, to registered constituency associations or to registered parties, provided that,
(a) subject to subsection 3, such deduction shall not
exceed the least of,
(i) the amount contributed,

(ii) its taxable income computed without reference to this section, and
(iii) $4,000; and
(b) payment of each amount that is included in the
amount contributed is proven by filing with the
Minister receipts that are signed by a recorded agent
of the registered candidate, registered consti tuency
association or registered party, as the case may be,
and that contain the information prescribed to be
shovm on such receipts.

J96
lntt•rpn"~
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(2) ln this section,
(a ) "recorded agent" means a p erson on record "'ith

Hli.5. c. 12

thr Commission on Election Contributions and
Expenses as being authorized to accept contributions on behalf of a political party, constituency
association or candidate registered under The Election
Finance~ R eform Act, 1975 :
(b) " registered candidate" , ·with respect to an election

of a member or members to serve in the Assembly,
means a person who has been registered as a candidate for such election by the Commission on Election
Contributions and Expenses and whose name has
not been deleted from the register of candidates
maintained by the Commission with respect to such
election;
(c) "registered constituency association" means a regis-

tered constituency association within the meaning
given to that expression by The Election Finances
R eform A ct, 1975;
(d) "registered party" means a registered party within
the meaning given to that expression by The Election
Finance.5 Reform Act, 1975.
Corpora Lions
to wblch

s 34 is

applicable

(3) In respect of a corporation to which section 34 is
applicable, the amount deductible under clause a of subsection 1 is the aggregate of,
(a) the amount which would otherwise be deducted

under clause a of subsection 1 ; and
(b) that proportion of the amount determined under

clause a that,
(i) the taxable income of the corporation that is
earned in jurisdictions other than Ontario
(as computed for the purposes of section 34
and without reference to this section and
section 31),
is to,
(ii ) the amount by which the taxable income of
the corporation exceeds the amount referred
to in subclause i.

l 97i
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31.-(1) [n computing the taxable income of a corporation ~?~b.~~::
for a taxation year there mav
be deducted the lesser of,
ofVentture
.,
1nves ment
Corporation

(a) the aggregate of,

(i) the corporation's "eligible expenditure" for
the year determined under subsection 2, and

(ii) that proportion of the amount referred to in
subclause i that,
(A) the proportion of the corporation's tax-

able income determined without reference to this section, that would be
deemed to have been earned in all
jurisdictions other than Ontario for the
purposes of section 34,
is of,
(B) the amount by which the corporation's
taxable income for the year, determined without reference to this section,
exceeds the amount determined under
sub-subclause A; and
(b) the taxable income of the corporation for the year

determined without reference to this section and
section 30.
(2) fn this section, a corporation's "eligible expenditure"
for a taxation year means the aggregate of,

mr~~re

(a) the amount of the corporation's "undeducted eligible

expenditure" determined under subsection 3 for the
immediately preceding taxation year; and
(b) an amount equal to 250 per cent of the cost incurred
in the year for the acquisition of shares of the capital
stock of a corporation that is registered under The
Venture Investment Corporations Ref!,istration A ct,

19?7. c. 10

1977.
(3) For the purposes of subsection 2, a corporation's "un- ~~~(rgie0
dcducted eligible expenditures" means the amount by which,
(a) its "eligible expenditure" for a taxation year determined under subsection 2,
exceed~.
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(h) the amount deducted for that year under subsec-

tion 1 minus the proportion thereof that ,
(i) the taxable income of the corporation for the

year that would be deemed to have been
earned in all jurisdictions other than Ontario
for the purposes of section 34,
is of,
(ii) the taxable income of the corporation for the
year.
Dr\'1s10 N

D

-TAXABLE INCOME EAIWED 11\ CA:-iADA
BY !\ON-RESIDENTS

'.':on-

r~sldents·
taxabl~

income
earned in
Canada

32. The taxable income earned in Canada for a taxation
year of a corporation to which subsection 2 or 3 of section 2
applies shall be computed in accordance with the rules provided in section 115 of the Income Tax Act (Canada) in so
far as the said rules apply to corporations, except that for
the purposes of this Act,
(a) there shall be included income from property that

is real property situated in Canada or any interest
therein , that arose from the sale or rental thereof or
both; and
(b) the amount of the income included in accordance
with the said rules and clause a shall be determined
in accordance with this Act.
DIVISION E -

COMPUTATION OF JNCOME TAX PAYABLE

Rate

33. The tax payable by a corporation under this Part
u pon its taxable income or taxable income earned in Canada,
as the case may be, in this section referred to as the "amount
taxable", is 12 per cent of the amount taxable.

Deduction
from income
tax

34. There may be deducted from the tax otherwise payable
under this Part for a taxation year by a corporation an
amount equal to 12 per cent of that portion of its taxable
income or taxable income earned in Canada, as the case
may be, which is earned in the taxation year in each jurisdiction other than Ontario, determined under rules prescribed
hy t he regulations.

Foreign tax

35 .-{1) Where a corporation has a permanent establishment in Ontario, and,

deductrnn
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(a) the corporation has included
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m computing its

income for the taxation year,
(i) income that was rlerived from sources within

a jurisrliction outside Canada in the form of
dividends. interest, rents or royalties received
in the year,
(ii) income that is deemed to have been received
in the form of dividends anrl interest from a
jurisdiction outside Canada by virtue of the
provisions of subsection 5 of section 148 of the
Income Tax A ct (.Canada) or
'

(iii) the amount by which,
(A) the aggregate of that part of the corporation's taxable capital gains for the
taxation year from the disposition of
property as may reasonably be considered to be income from a source
within a jurisdiction outside Canada,
exceeds,
(B) the aggregate of such of the corporation's allowable capital losse,; for
the year from the disposition of
property as may reasonably be considered to be a loss from a source within
that jurisdiction outside Canada,
hereinafter in this section referred to as "foreign
investment income"; or
(b) the corporation, having inclurlecl in its income for
the taxation year foreign investment income from
sources within a jurisdiction outside Canada, also
inclurled income from a business carried on by it in
that jurisdiction. hereinafter in this section referred
to as "foreign business income".
and where.
(c) for the purposes of subsection 2 of section 126 of the
Income Tax A cl (Canada). such foreign investment
income has not been included as part of such foreign
business income, and, for the purpose of allocating
taxable income to a jurisdiction outside Ontario in
accordance with the regulations made under sec-

R.s.c. 1952.
c.148

-too
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t ion 3.+ ~ u c h foreign investment income has been
excluded from t he calculation of gross revenue or
any part· thPn·of; and

!{ $ ("

"

1952.

148

(d) tlw corporation is entitled to a deduction under
section 126 of the l ncome Tax A ct (Canada), hereinafter in this section referred to as "foreign tax
credit", wi t h respect t o a ny income or profits tax
paid to such jurisdiction on such foreign investment
income or on such foreign investment income and
foreign business incom e or is deemed to have been
paid as income o r profits tax to such jurisdiction by
virtue of su bsection S of section 148 of the Income
Tax Act (Canada),
the corporation may deduct from t he tax otherwise payable
under this Part for the taxation year an amount equal
to the lesser of,
(e) 12 per cent of that part of such foreign investment
income that is income that is included in that
portion of taxable income that remains after deducting from such taxable income the portions thereof
deemed to have been earned in jurisdictions other
t han Ontar io for the purpose of section 34; and

lj) the deficiency , if any, between ,
(i) t he income or profits tax paid for the taxation
year by the corporation to the jurisdiction
outside Canada in respect of the foreign investmen t income referred to in clause e, and
(ii) the foreign tax credit allowed for the taxation
yea r in respect of such foreign investment
income under subsection J of section 126 of the
Incom e Tax Act (Canada).
ldern

(2) For greater certainty, \vhe re the income of a corporation for a tax ation y ear is in whole or in part from
sources in more than one jurisdiction outside Canada, subsection 1 shall be read a s providing for a separate deduction
in respect of each jurisdiction outside Canada.

Sma.11
business
incentives

36.-(1) There m ay be deducted from the tax otherwise
payable under this P art for a taxation year by a corporation
that, witb respect to that taxation year, is eligible for a
deduction under section 125 of the Income T ax A ct (Canada).
an amount equal to 3 per cent of the amount dete rmined under
subsection 2.

CORPOHATIONS TAX (~O. 2)
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(2) For the purposes of subsection 1, the amount deter- Idem
mined under this subsection is that proportion of the least
of the amounts determined under paragraphs a, b, c and d of
subsection 1 of section 125 of the Income Tax Act (Canada) ~·~4f 1952.
for the taxation year, not exceeding $150,000, that,
(a) the amount of that portion of its taxable income for

the taxation year that is deemed to have been
earned in Ontario, measured in accordance with
paragraph a of subsection 4 of section 124 of the
Income Tax Act (Canada),
bears to,
(b) the total amount of the portions of its taxable

income for the taxation year that are deemed to
have been earned in the provinces of Canada,
measured in accordance with paragraph a of subsection 4 of section 124 of the Income Tax Act
(Canada).
(3) f TI lieu of the deduction permitted under subsection 1, rule,
Trn~sitional
altcr-

h
.
.
f or the taxation year t at ends after the 6th day of Apnl,
·

1976, and that includes th at day, there may be deducted
from the tax otherwise payable under this Part for that
taxation year the amount that would otherwise be deductible
under section 106a as that section stood on the 6th day of
April, 1976, determined on the assumption that that section
applied to the whole of that taxation year.

native.
deduction

(4) Where a corporation has made a deduction under ~~~~a1t1ona1
subsection 1 for the taxation year that ends after the 6th additional
day of April, 1976, and that includes that day, in addition deduction
to the amount deducted under subsection 1 there may be
deducted from the tax otherwise payable under this Part
for that taxation year the lesser of,
(a) 3 per cent of the amount determined under sub-

section 2 for that taxation year; and
(b) the amount that would have been deductible under
subsection 3 of section 106a as that section stood
on the 6th day of April, 1976 had that section
applied to that taxation year.

(5) In this section, "tax otherwise payable under this Int:rprep art ,, means the tax for the taxation year otherwise payable tat1on
by the corporation under this Part after making any deduction
applicable under sections 34 and 35, but before making any
deduction under this section.

402
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37 \\' lwn>, under a contract, will or tr ust, made or created
before t he' 14th day of l\Iay, 1953, a person is required to
make a payment to a corporation and is required by the terms
o f the contract , will or trust to pay an additional amount
measured by refe rence to tax payable by such corporation
under Part I of the Incom e Tax Act (Canada) and Part I I
of thi ~ Act by reason of the payment .
(a) the tax payable by the corporat ion under Part I I

of t his Act for th e taxation year in or in respect
of \vhich such payment is made or becomes payable
is the amount that the tax of the corporation under
Part 1I of this Act would be if no amount under
the contract were included in computing its income
for the taxation year plus,
(i) the amoun t by which it s tax under Part II
of this Act would be increased by including in
computing its income ,
(A) the payment, and

(B) the amoun t bv which its tax under
Part I of the !~come Tax Act (Canada)
would be increased by including the
payment in computing its income, and

(ii) the amount bv which the tax of the corporat ion under" Part II of this Act would be
further in creased by including, in computing
its income for the taxation year, the amount
fixed by subclause i or the additional payment,
whichever is the lesser; and
(b) if the person required to make the payment is a

corporation and would otherwise be entitled to
deduct the amoun ts payable under such a contract
in computing its income for a taxation year, such
corporation is not entitled to deduct the amount
determined under subclause ii of clause a .

DIVI SION F - SPECIAL RULES APPLICABLE IN
CERTAJN CIRCUMSTA NCE S
'-'"here

corporation

bankrupt

38. W here a corporation has become bankrupt , as defined
in subsection 3 of section 128 of the Income Tax A ct (Canada),
the rules provided in the said section 128 are applicable for the
purposes of this Act.
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I nve:-tment Corporations

39.-(1) \Vhere a corporation is, throughout a taxation
year, an investment corporation, other than a mutual fund
corporation, subsections 1, 2 and 3 of section 131 of the
Income Tax A ct (Canada) as made applicable by section 41
of this Act are applicable in respect of the corporation for the
taxation year as if,

~/':F.~i~ation

~·~1 f· 1952.

(a) the corporation had been a mutual fund corporation
throughout that and all previous taxation years
ending after 1971 throughout which it was an
investment corporation; and
(b) its capital gains redemption for that and all
previous taxation years ending after 1971, throughout which it would, but for the assumption made by
clause a, not have been a mutual fund corporation,
were nil.

(2) Subsection 6 of section 41 applies to a corporation to
which this section applies.

Idem

Mortgage Investment Corporations

40. Where a corporation was, throughout a taxation year,
a mortgage investment corporation, as defined in subsection 6
of section 130.l of the Income Tax Act (Canada), the rules
provided in the said section 130.1 are applicable in computing
its income for the tax a ti on year for the purposes of this Act.

~·f5fs~~5f01 .

applicable

Mutual Fund Corporations
41.-(1) Except as hereinafter provided, where a corpora- ~-f4f 1952.
ti on is a mutual fund corporation, section 131 of the I ncomc s. 131:
· appI·1cabl e f or t h e purposes o f t h'is A ct. applicable
T ax A ct (Cana d a ) 1s

(2) In the application of subparagraph i of paragraph a
of subsection 2 of the said section 131 for the purposes of
this Act, the reference therein to "20%" shall be read as a
reference to "6% ".

Idem

(3) Jn the application of subsection 3 of the said section

ldem

131 for the purposes of this Act, the reference therein to

"this Act" shall be deemed to be a reference to this Act.
(4) In the application of clause A of subparagraph i of Idem
paragraph a and clause C of subparagraph ii of paragraph b,

40-l
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of subsection 6 of the said section 131, for the purposes of
thi" Act, tlH' references therein to "5 times" shall be read as
rderenrcs to " 16% times".
ld<'m

Appo!'tlonm~nt of
Cllp!taJ

!l'alns
refund

Exceptions
RS.C.1952.

c. 148

(5) I n the application of paragraph d of subsection 6 of
thC' said section 131 for the purposes of this Act, subparagraph
i thereof shall he read without reference to clause C thereof,
and t he reference t o " 40% " in clauses A and B of the said
subparagraph shall be read as references to "12 per cent".
(6) Where a corporation had a permanent establishment
in a jurisd iction outside Ontario during a taxation year in
respect of which this section applies, the capital gains refund
otherwise det ermined hereunder shall be reduced by that proportion t hereof that the taxable income of the corporation
that is deemed to have been earned in jurisdictions other
than On tario for the taxation year for the purposes of
section 34 bears to its total taxable income or, where its
taxable income is nil, the capital gains refund otherwise
determined hereunder shall be reduced by that proportion
t hereof t hat the corporation's taxable paid-up capital that
is deemed to have been used in jurisdictions outside Ontario
for t hat taxation year for the purposes of section 132 bears
to its total taxable paid-up capital.
(7) Subsections 5 and 9 of section 131 of the Income Tax
Act (Canada) and paragraph c of subsection 6 of the said
section are not applicable for the purposes of this Act.
N on-Resident-Owned 1 nvestment Corporations

Computa tion
of income

42.-(1) The income of a non-resident-owned investment
corporat ion for a taxation year shall be computed as if its
only income for the y ear was the amount, if any, by which
its t axable capital gains for the year exceeds its allowable
capital losses for the year, from dispositions of taxable Canadian property or property that would be taxable Canadian
property if at no time in the year the corporation had been
resident in Canada.

Computation
of taxable
Income

(2) T he t axable income of a non-resident-owned investment corporation for a taxation year is its income determined
under subsection 1, minus its net capital losses for taxation
y ears preceding and the taxation year immediately following
the taxation year, as determined in accordance with section
111 of the 1 ncome Tax Act (Canada) as made applicable by
section 29 of this Act .

R.S.C. 1952,
c.148,
s. 133 (5. 7.1. 7-21,
applicable

(3) The provisions of subsections 5, 7.1 and 7.2 of section
133 of the Income Tax Act (Canada) are applicable for the
purposes of this section.
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Patronage Divldends
43.-( 1) Except as hereinafter provided, the provisions of R.s.c. 1952.
•
c.118.
section 135 of the Income Tax Act (Canada) with respect tos.135.
applicable
the deduction from income of payments made pursuant to
allocations in proportion to patronage and the inclusion in
income of payments received pursuant to allocations in proportion to patronage are, in so far as they apply to corporations, applicable in computing income for the purposes of
this Act.
(2) Subsection 3 of the said section 135
for the purposes of this Act.

JS

not applicable ~g~ication
ors. 135 i3)

Credit Unions
44.---(1) Except as hereinafter provided, the provisions of ~-~4f,· 1952.
section 137 of the Income Tax Act (Canada) are applicahles.13~.
appltcablc
in computing the income of credit unions for the purposes of
this Act.

(2) Subsections 3 and 4 of the said section 137 and para- Exceptions
graph c of subsection 6 of the said section 137 are not
applicable for the purposes of this Act.

Deposlt l nsurance Corporaiions
45.-(1) Except as hereinafter provided, the provisions ~-?4f 1952,
of section 137.1 of the Income Tax A ct (Canada) are appli- s. m:1.
.
.
h .
f d
. .
applicable
ca.hie m computmg t e mcome o
epos1t msurance corporations and member institutions thereof for the purposes
of this Act.
(2) In the application of subsection 1 of the said section Idem
137.1 for the purposes of this Act, the reference in paragraph a thereof to "this Part" shall be deemed to be a refer-

ence to Part II of this Act.
(3) Subsection 9 of the said section 137.1 1s not appli- Exception
cable for the purposes of this Act.

l nsitrance Corporat1:ons
46.- (1) Notwithstanding any other provision of this Calculation
.
?f taxable
Act, except as hereinafter provided, the taxable mcomes •ncome
of insurance corporations that carry on an insurance business
in Ontario shall, for the purposes of this Act, be computed
in accordance with the rules provided in sections 138, 140,
141, 141.1 and 142 of the Income Tax Act (Canada).

-t06
lntcrpr~

t ..n1uu

;r,~~!~~! IOH
undt.~r

I!;;_(.: 1'1·2.
•• 118

.-\mounts to
b<' 1nclu<ted

in computing

g~l:ic:~'.,.
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(2) In the application of subsection 1 of the said section
138 for the purposes of this Act , the reference in paragraph
d thereof to " this Part " shall be deemed to be a reference
t o Part 11 of this Act.

47. The rules p rovided in section 139 of the Income Tax
A ct (Canad a), with respect to the conversion of a provincially
incorporated life insurance corporation into a mutual corporation, are applicable for t he purposes of this Act.
48_ Subsection 2 of section 142 of the Income Tax Act
(Canada) is , in so far as it applies to corporations, applicable for the pu rposes of this Act.

Drvr s10"1 G -E X EMPTIONS

Exemptions

Charitieti
and other
corporations

49. - (1) Except as hereinafter provided, no tax is payable
under this Part up on the taxable income of a corporation for
a period when that corporation was,
(a) a corporation referred to in paragraph c, d, e, j, h.l,

i, j, k, m, n or o of subsection 1 of section 149
of the Income Tax Act (Canada);

:-;'on-profit
organization s

(b) a club, society or association that, in the opm10n
of t he Minister, was not a charity within the
meaning given to that expression by subsection 1
of section 149.1 of the Income Tax Act (Canada)
and that was organized and operated exclusively
for social welfare, civic improvement, pleasure or
recreation or for any other purpose except profit,
which has not in the taxation year or in any
previous t axation year distributed any part of its
income to any proprietor, member or shareholder
thereof, or appropriated any of its funds or property
in any manner whatever to or for the benefit of
any proprietor , member or shareholder thereof,
unless the proprietor, member or shareholder was a
club, society or association, the primary purpose
and function of which was the promotion of amateur
athletics in Canada ; or

Farmers' and
fishermen's
Insurers

(c) an insurer, who was engaged during the period in
no business other than insurance, if, in the opinion
of the Minister on the advice of the Superintendent
of Insurance, SO per cent of its gross premium
income for the period was in respect of the insurance of farm property, property used in fishing or
residences of farmers or fishermen.
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(2) Where a corporation described in clause b of
section 1,
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SU b- ~h!fea.fi~~~t
butionmade
to members or
shareholders

(a} has in the taxation year distributed any part of its
income or distributed or otherwise appropriated
any of its funds or property in any manner whatever to or for the benefit of any proprietor, member or shareholder thereof, such corporation shall
be liable to the taxes imposed under this Act for
the taxation year in which the distribution is made
and for subsequent taxation years, and in computing its income for the taxation year in which
the distribution is made, it shall include the
aggregate of its income of all previous taxation
years; or
(b) has, after 1971, distributed any of its income or

distributed or otherwise appropriated any of its
funds or property in any manner whatever to or for
the benefit of any proprietor, member or shareholder thereof on the winding up or discontinuance
of its business, the corporation shall be deemed to
have received income in that taxation year equal
to the amount, if any, by which the amount of the
funds and the value of the property distributed or
appropriated, as the case may be, exceeds the
aggregate of,
(i) amounts paid in by proprietors, members or
shareholders on account of capital, and
(ii) that part of the corporation's surplus that is
attributed to income that was exempt under
this section other than taxable capital gains,
and the corporation shall be liable for the taxes
imposed under this Act for the taxation year in
which the distribution is made.
(3) For the purposes of clause b of subsection 1. in com.
.
putmg
t h e part, 1'f any, o f any income
t h at was a·1stn.butecl
·
·
I
f
h
b
or oth erw1se appropnatec or t e enc fi1t o f any person,
the amount of such income shall be deemed to be the amount
thereof otherwise determined less the amount of any taxable
capital gains included therein.

Income ~ot
toinc!U(e
tax!'ble
capital
gains

(4) The rules provided in subsections 2, 3, 4, 6, 8, 9 and 10
of section 149 of the Income Tax Act (Canada) are applicable for the purposes of this section.

~fi?J1i~~tion
under
R.S.C. 1952.
c. HS
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(5) In the a pplication of subsection 2 of section 149 of the

HS l' 1!152.

I ncomc Tax A fl (Canada) for the purposes of this Act, the

"H~

~- l'..!t; l • c
r~ t•n.u,.'lt'l1

:i~

::-aid sub~cction shall be read without the reference therein
to paragraph l.
.

0.

(I) Clause c of subsection 1 of section 126 of the said Act 1s
repealed and the following substituted therefor:
(c) all its reserves, whether created from income or

otherwise, except any reserve the creation of which
is allowed as a deduction under the provisions of
Part II, except paragraph n of subsection 1 of
section 20 of the Income Tax Act (Canada) as that
paragraph applies by virtue of subsections 1 and 8
of section 14 of this Act.
s.126(ll<dl.
rf'-enacted

(2) Clause d of subsection 1 of the said section 126, as reenacted by the Statutes of Ontario, 1973, chapter 42,
section 11, is repealed and the following substituted
therefor:
(d) all sums or credits advanced or loaned to the corporation by its shareholders directly or indirectly
or by any person related to any of its shareholders
or by any other corporation; and

s.127 OJ ( b).

re-enacted

10. ·-(1) Clause b of subsection 1 of section 127 of the said Act
is repealed and the following substituted therefor:

(b) the amount of the discount on the issue or sale of
the shares of the corporation.
S.127 (}) (C/,

re-enacted

Investments

(2) Clause c of subsection 1 of the said section 127, as amended
by the Statutes of Ontario, 1976, chapter 32, section 17,
is repealed and the following substituted therefor:
(c) the amount that equals that proportion of the
paid-up capital remaining after the deduction of the
amounts provided by clauses a, b and d which the
cost of the investments made by the corporation
in the shares and bonds of other corporations, in
loans and advances to other corporations and in the
bonds, debentures and other securities of any
government, municipal or school corporation bears
to the total of the assets of the corporation remaining after the deductions of the amounts provided
by clauses a , b and d, but,
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(i} the deduction under this clause shall in no
case exceed the cost of the investments in
respect of which the deduction is claimed,
and
(ii) cash on deposit with any corporation doing
the business of a savings bank and amounts
due by a corporation with its head office
outside Canada to a subsidiary controlled
corporation or a subsidiary wholly-owned
corporation taxable under this Part are
deemed not to be loans and advances to
other corporations.
(3) Clause d of subsection 1 of the said section 127, as enacted
.

by the Statutes of Ontario, 1976, chapter 32. section 17,
is amended by striking out "section 63" in the fifth line
and inserting in lieu thereof "section 20''.
(4) Clause d of subsection 2 of the said section 127 is repealed
and the following substituted therefor:
(d) by which the value of an asset of a corporation
has been written down and deducted from its income
or undivided profits where such amount is deductible
under the provisions of Part I 1 except paragraph n
of subsection 1 of section 20 of the l ncome Tax
Act (Canada) as that paragraph applies by virtue of
subsections 1 and 8 of section 14 of this Act.
1 t. Subclause ii of clause b of subsection 1 of section 128 of the

said Act is repealed and the following substituted therefor:
(ii) the amount of the indebtedness of the corporation relating to its permanent establishments in Canada, but excluding therefrom,
(A) all amounts that are advanced or
loaned to its permanent establishments
in Canada by the corporation itself
or by its shareholders directly or
indirectly or by any person related
to any of its shareholders or by any
other corporation, and
(B) all other indebtedness that is represented by bonds, bond mortgages,
debentures, income bonds, income debentures, mortgages, hen notes and

s.127 (dl>d(rli.

amen e

~;,:~~i~t~~'

R.S.C. 1952.

c. HB
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any other securities to which the
property in Canada or any of it is
subject,

S.

l:l{],

anwndt•d

I~.

Section 130 of the said Act is amended by striking out "clause
c of subsection 1 of section 75" in the seventh and eighth

lines and inserting in lieu thereof "paragraph c of subsection
I of section 81 of the Income Tax Act (Canacla} as that
paragraph applies by virtue of section 24 of this Act".
s.135.
re-enncted

1 a. Section 135 of the said Act, as amended by the Statutes of
Ontario, 1974, chapter 75, section 10, is repealed and the
following substitutecl therefor :

Idem

135.- (1) Except as provided in subsection 10 of section 14,
every corporation referred t o in subsection 1 of section 49,
other than a corporation referred to in paragraph m of
subsection 1 of section 149 of the Income Tax Act (Canacla),
shall not be required t o pay the taxes otherwise payable
under section 131 or 133.

Idem

(2) Subject to subsection 3, every corporation referred to
in clause d of subsection 1 of section 1, and sections 40 and
44 of this Act ancl p aragraph m of subsection 1 of section
149 of the Income Tax Act (Canada) shall, in lieu of the
tax payable under section 131 or 133, pay a tax of $50.

Idem

(3) Subsection 2 does not apply in the case of a corporation referred to in clause d of subsection 1 of section I
where, pursuant to subsection 2 of section 31 of the Income
Tax Act (Canada) as made applicable by subsection l of
section 14 of this Act, the Minist er has determined that
the chief source of income of the corporation for a taxation
year is neither farming nor a combination of farming and
some other source of income.

137,
amended

14. Section 137 of the said Act is amended by striking out "section

s. 14-5,

15. Section 145 of the saicl Act is amen ded by adding thereto the
following subsection:

S.

amended

Trustees,
etc.

122" in the first line and in t he sixth line and inserting in lieu
thereof in each instance "section 49" .

(3) Every trustee m bankruptcy, assignee, liquidator ,
curator, receiver, trustee or committee and every agent or
other person administering, managing, winding-up, controlling
or otherwise dealing with t he property, business, estate or
income of a corporation that has not filed a return for a
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taxation year as required by this section shall file the return
required by subsection 1 for that corporation for that year
16.

·(1} Subclause i of clause b of subsection 3 of section 148 of~~~!~i~t~~Hil.

the said Act, as re-enacted by the Statutes of Ontario,
1975, chapter 17, section 64, is repealed and the follmving
substituted therefor:
(i) on or before the last clay of the third month
of the taxation year following that in respect
of which the tax is payable, where an amount
was deducted by virtue of section 125 of t he
Income Tax A ct (Canada} in computing the tax R.S.C.1952.
148
payable by the corporation under Part I of c.
that Act for the taxation year or the immediately preceding taxation year, or

(2) Clause h of subsection 5 of the said section 148, as enacted ~·~~~\?~Jb>.
by the Statutes of Ontario, 1976, chapter 32, section 19,
is amended by striking out "subsections 2 and 2a of
section 109" in the second and third lines and inserting
in lieu thereof "section 41".
(3) Subsection 6 of the said section 148, as enacted bv thcs 143~\i

Statutes of Ontario, 1976, chapter 32, section fo, is amen
amended by striking out "subsections 2 and 2a of section
109" in the fourth and fifth lines and inserting in lieu
thereof "section 41".

e

1 7 . Subsection 4 of section 149 of the said Act is amended by ~.ii~n~4~d.

striking out "section 99" in the second line and in the twelfth
line an<l inserting in lieu thereof in each instance "section 111
of the Income Tax Act (Canada) as made applicable by section
29 of this Act".
18.-- (1) Subsection 1 of section 150 of the said Act is repealed s.
150 mt. d
re-enac e

and the following substituted therefor :

(1) The . Minister shall with all due despatch examine each of
Assessment
returns
return delivered under section 145, shall assess the t ax for
the taxation year and the interest and penalties, if any,
payable and shall determine the amount of refund, if any,
to which the corporation may be entitled by virtue of section
39 or 41 for the taxation year.
(1 a) The :Vlinister may determine the amount of a corpora- ~~~~tion
tion's non-capital loss, net-capital loss or restricted farm loss of Joss
for a taxation year where, in his opinion, the amount thereof
is different from the amount reported by tlw corporation in
its return delivered under section 145 for the taxation year.
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{lb) The provisions of paragraph l of subsection
of section 56 and paragraph o of section 60 of the Income Tax
A cf (Canada), as those paragraphs apply by virtue of sections
16 and 17. respectively, of this Act. and the provisions of this
Part shall apply, mutatis mutandis, to a determination under
subsection 1 or la.

(2) Subclause v of clause a of subsection 4 of the said section
150 is repealed and the following substituted therefor:
(v) has claimed a deduction under paragraph s
of subsection 1 of section 20 of the Income
Tax Act (Canada) as made applicable by section 14 of this Act; and

s. 150 (5l.
amended

(3) Subsection 5 of the said section 150 is amended by striking
out "section 99" in the sixth line and inserting in lieu
thereof "section 111 of the Income Tax A ct (Canada) as
made applicable hy section 29 of this Act".

s. 152 <4).

I n .-(1) Subsection 4 of section 152 of the said Act is amended
by inserting after "section 154" in the first line "or hy
virtue of a decision made under section 160h".

1s2 m.

(2) Subsection 7 of the said section 152 is amended hy striking
out "section 99" in the second line and in the twelfth
and thirteenth lines and inserting in lieu thereof in each
instance "section 111 of the Income Tax Act (Canada),
as made applicable by section 29 of this Act ".

153 (1 ).
amended

20. Subsection 1 of section 153 of the said Act is amended by

s. 154.

21. Section 154 of the said Act, as amended hy the Statutes of

amended

s.

amended

S.

amended

Reassess-

ment,
additional
assessment or
deterrnlnation

does not in-

striking out "to the extent that interest has been otherwise
assessed under subsection 2 of section 149 except that under
no circumstances shall the credit interest so allowed exceed the
interest otherwise assessed under that section" in the ninth,
tenth, eleventh, twelfth and thirteenth lines.
Ontario, 1976, chapter 32, section 21, is further amended hy
adding thereto the following subsection:
(6) "\Vhere a corporation has served a notice of objection
to an assessment in accordance with this section or has
instituted an appeal in accordance with section 155 and
thereafter the l\linister issues to the corporation,

validate

objection
or appeal

(a) a reassessment or additional assessment of tax,

interest or penalties under section 150; or
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(b) a determination of the amount of a refund or loss
under subsection 1 or Ia of section 150,

for the taxation year in respect of which the notice of objection was served or the appeal instituted, and sends to the
corporation a notice of such reassessment, additional assessment or determination,
(c) the reassessment, additional assessment or determination does not invalidate the notice of objection
or appeal, as the case may be; and
(d) the corporation may, if section 160b does not apply,
file an additional objection in respect of any new
matters raised in the reassessments, additional assessment or determination, as the case may be.

Subsection 1 of section 155 of the said Act is amended
by adding at the end thereof "and notwithstanding section
17 of The judicature Act the appeal shall be heard and
determined by a judge of the High Court and not by the
Divisional Court".
(2) Subsections S and 6 of the said section 155 arc repealed ·

s. 155 (!).
amended

155 <5 • 6>·
s.
repealed

23. Su?s:ction 1" of section 157 of the said ~ct is amended by ~;,~~~~d.
stnkmg out and, unless the court otherwise orders, ready for
hearing" in the sixth and seventh lines.
24. The said Act is further amended by adding thereto the following sections:
160a. The time within which a notice of objection under
subsection 1 of section 154 or a notice of appeal under subsection 1 of section 155 is to be served may be extended by the
Minister if application for extension is made prior to the
expiration of the time for service of the notice of objection
or notice of appeal, as the case may be.

1606.- (1) Where,

~~;g~(i 160 b.

~l;tii:~ion

Alternative
objection and
appeal
procedure

(a) a notice of assessment is issued to a corporation

under section 150 that states on the face thereof
that the assessment or a designated part thereof
has been made pursuant to this section (which
assessment or part, as the case may be, is hereinafter
referred to as the designated assessment):
(b) a notice of assessment has been issued to the cor-

poration under the Income Tax Act (Canada) based

4
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on provisions in that Act corresponding to the
provisions in this Act on \vhich the designated
assessment was based ;
(c) the corporation has served a notice of objection to
the assessment referred to in clause b in which the
same issues have been raised as would have been
raised in an objection to the designated assessment;
and
(d) the corporation has not served in accordance with

section 154 a notice of objection to the designated
assessment,
this section applies to the designated assessment, and in
any such case, sections 1S4 to 160 do not apply, but those
sections do apply to the part, if any, of the assessment
referred to in clause a that is not a designated assessment.
Corporation
and :>.!inigter
bound

R.S.C. 1952.

c. HS

(2) The corporation and the Minister shall, with respect to
a designated assessment to which this section applies, be
bound by,
(a) the decision of the Minister of !\ational l~evenue
for Canada from which no appeal is taken in accordance with the Income Tax Act (Canada); or
(b) where an appeal is instituted, the final disposition

of the appeal by the Tax Review Board or any
court of competent jurisdiction; or
(c) any minutes of settlement of the issues raised in
the notice of objection to the assessment referred
to in cluase b of subsection 1 made between the
corporation and the Minister of National Revenue
for Canada at any stage of the proceedings following
the service of that notice of objection,
and in any such case the Minister shall, where necessary,
reassess the corporation in accordance therewith.
Idem

s. 167 (1. 2J.
re-enacted

(3) Sections 154 to 160 do not apply to the reassessment
referred to in subsection 2.

25. Subsections 1 and 2 of section 167 of the said Act, as amended
by the Statutes of Ontario, 1973, chapter 157, section 32 and
1975, chapter 17, section 66, arc repealed and the following
substituted therefor:
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(1) All taxes, interest, penalties, costs and other amounts ;~:;e~~of
imposed under this or any predecessor Act in respect of any ta~e~ and
.
.
. any :tmounts
OL e
taxat10n
year o f . a corporat10n
t h at commenced m
imposed
calendar year enchng after the 31st day of December, 1972
are debts due to Her Majesty and, subject to the Uankruptcy R.~~¥ 1970.
Act (Canada), are a first lien and charge upon property inc.
Ontario of the corporation liable to pay such taxes, interest,
penalties, costs and other amounts.
(2) At the expiry of each calendar year following 1977, ~~~ir.v or
the reference in subsection 1 to "1972" shall be advanced
by one year.

1 and 2 do not apply to extinguish
(2a) Subsections
·
· or Exc.eption
registered re
remove any lien or charge that is claimed under this or any Hens
predecessor Act in a Notice of Lien that is registered in the
proper land registry office.

26. The said Act is further amended by striking out "fiscal year" ~,';,~nded
wherever it occurs and inserting in lieu thereof in each instance
"taxation year".
27.-(1) This Act,
except clause d of subsection. 7 and
subsection
I l men
Comtmendce.
_
.
an
of section 14 of the saHl Act, subsection :> of section 15 of application
the said Act, s)lbsections 4, 5 and 6 of section 16 of the
said Act, section 19 of the said Act, subsection 5 of
section 25 of the said Act, and section 31 of the said Act,
all as enacted by section 8 of this Act, subsection 1 of
section 19 and sections 20, 21, 22, 23, 24, 25 and 26, of
this Act, comes into force on the day it receives Royal
Assent and applies to corporations in respect of all
taxation years ending on or after that day.
~

(2) Clause d of subsection 7 of section 14 of the said Act Idem
and section 19 of the said Act, both as enacted by section 8 of this Act, shall be deemed to have come into
force on the 20th day of April, 1977 and apply to corporations in respect of all taxation years ending after the 19th
clay of April, 1977.
(3) Subsection 11 of section 14 of the said Act, subsection 5 Idem
of section 15 of the said Act, subsections 4, 5 and 6 of
section 16 of the said Act, subsection 5 of section 25 of
the said Act and section 31 of the said Act, all as enacted
by section 8 of this Act, come into force on a day to be
named by proclamation of the Lieutenant Governor, and
when in force, apply to corporations in respect of all
taxation years ending on or after the day that The i 977.c. io
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Venture I nvcstmcnt Corporations R egistration A ct, 1977
comes into force.
(.J.) SulN•rtion I of section 19 and sections 21, 22, 23, 24,
25 and 2(J come into force on the day this Act receives
J<oya I Assc-n t.

ldtJtn

(5) Section 20 of this Act comes into force on the day this

Act receives Royal Assent and applies to instalments of
tax payahle in respect of all taxation years ending on or
after that day.
hkm
R.S C' 1952,

c 14B.

(6) The amendments to the Income T ax A ct (Canada) made
by,

(a) an Act to amend the Income Tax Act, being chapter
106 of the Statutes of Canada, 1974-75-76; and
(b) an Act to a mend the Income Tax Act, being chapter

4 of the Statutes of Canada , 1976-77,

1972.

C.

143

Short title

to sections of that A ct which are by this Act made
applicable for t he purposes of The Corporations Tax Act ,
1972 shall be d eemed to have come into force for the
purposes of The Corporations Tax Act, 1972 at the same
time and to apply in the same manner as those amendmen ts were brough t into force and made applicable by
the said Acts to amend the Income Tax Act (Canada).
28. The short title of this Act is The Corporations Tax Amendment
Act, 1977 (No. 2).

